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SUMMARY
Objective of the Assessment

This assessment of the municipal sector in Croatia, prepared in conjunction with the four
Croatian cities of Zagreb, Split, Rijeka, and Osijek, examines municipal services and
infrastructure for the United States Agency for International Development (USAID). The
assessment outlines current conditions and identifies key issues to be addressed in reforming
and improving performance in the municipal sector, consistent with USAID’s objectives and
strategies for Croatia and the region.

General Context

The decentralized political system in Croatia has given considerable responsibility to cities for
infrastructure development and operation, areas identified as priority areas by the local
authorities. Along with the more general problems associated with atransition to a market-
oriented economy that Croatia faces, the war has exacerbated existing problemsin the urban
sector by diminishing available central support and increasing population pressures from
refugees and displaced persons.

Despite extensive experience with decentralization, many elements of autonomy are still
missing, along with incomplete legislation and uneven taxation powers. Strengthening city
governments in Croatiawould foster decentralization. Stronger cities could provide needed
services to help stabilize the society and would also create a viable center of power other than
the national government, thus aiding in democratization.

Legal Framework
The Constitution of the Republic of Croatia establishes the right to local self-government.

The Law on Local Self-government regulates all the forms of local self-government:
municipalities, cities and counties. The exception isthe capital city of Zagreb, whichisa
combined city-county government and has its own statute to regulate its operations. Types of
local government are defined and powers and duties are specified for counties, citiesand
municipalities. The structure of all units of local government are regulated by this law and
include an elected Mayor (or County Executive), an elected City (or County) Assembly, an
executive council and administrative departments. In addition, the law providesfor direct
participation of citizensin local government, including the right to propose legislation, the right
to referendum and provisions for citizen organizations. Thereisalso aspecific provisioninthis
law for aformal national association of units of local self-government that isalegal entity. This
association does exist in Croatia, but is not active and is viewed as heavily influenced by the
ruling party.



The Law on Financing Local Self-Government regulates the financial sources of counties, cities
and municipalities. Revenues include taxes, revenues from city property, fines, utility and other
fees, and other revenues established by special act. Cities with more than 40,000 inhabitants
can introduce an income tax surcharge to finance operations. This law also regulates the
preparation of the city budget and establishes the authority of cities to issue bonds with the
approval of the Ministry of Finance.

Current System for Financing Capital Projects

Thereis currently little financing of any local capital improvement projectsin Croatia. The
resources for financing infrastructure are fees, transfers from the city budget (for utilities),
financing from companies building the infrastructure and loans. If the infrastructureis of
regional interest, the national government will finance construction of the facility through the
national companies (Water Management Company, Croatian Roads Company), often by getting
foreign loans.

Municipal Bonds and the Capital Market

Most banks are not involved in financing infrastructure through long term loans or bonds, but
there is agrowing awareness in the banking sector of the possibilities for financing
infrastructure through the use of municipal bonds.

The Croatian banking system includes a National Bank, the Croatian Credit Bank for
Reconstruction and Development, the Ministry of Finance, an Association of Banks and
Commercia Banks, and Savings, Mortgage and Housing Banks.

In addition to accessing capital through domestic bank loans supported by the national
government and foreign development bank loans, some local governments are working with
local banksto issue municipal bonds.

The County of Istriaisthe first and only unit of local government to issue bonds. These bonds
wereissued in December, 1994. These bonds were issued to finance a portion of the
development of awaste treatment plant in the City of Pazin.

There are several brokerage firms being formed that are encouraging banks, local governments
and the national government to use municipal bonds as away of financing infrastructure.

In June of 1996, the brokerage firms of CORA and FIMA presented the Association of Banks a
study entitled “On Issuing Bonds of the Republic of Croatiafor Economic Development”. This
study was discussed in a meeting of the Association, approved and sent to the Ministry of
Finance for favorable consideration. The study discusses the advantages of bonds and ways to
make them a more secure and thus more marketabl e investment.



City Assessments

Each of the four focus cities are described in terms of their general context, city infrastructure,
organization and structure, budget and finance, and priority concerns.

Priority concerns for the City of Zagreb are housing and municipal management. Municipal
management concerns include the improvement of administration, improvement of political
decision-making, more effective land use policy, legislative reform, information system
improvements, intergovernmental relations, privatization of city services, capacity building of
the city workforce, protection of the city water supply and wastewater improvements.

Priority concerns of the City of Osijek are the wastewater system and solid waste disposal.
Priority concerns for the City of Split are wastewater improvements and housing.

Priority concernsfor the City of Rijeka are wastewater treatment, solid waste disposal, and gas
pipeline construction.

All of the cities indicated an interest in new ways of financing infrastructure, improved
management and a stronger voice for local governmentsin national affairs.

Recommendations

A program of assistance to these large cities is recommended, focused on creating a stronger
voice for city government and strengthening the cities abilities to provide needed services.

The general strategy recommended for strengthening local governmentsin Croatiais designed
to achieve the following strategic objectives:

1. Strengthen local gover nment to be accountable, responsive and effective.
Supporting democratic processes in the larger cities of Croatiawill contribute to creating centers
of democratic power beyond the central government. Specific improvements include better
municipal services, economic development, better management of resources and greater
accountability through effective and participatory decision-making processes. Longer term
sustainabilty is sought through:

the establishment of institutional and legal frameworks

the development of Croatian capacity in technical support services
strengthening communication and collaboration among cities

the creation of viable models and examples of improved management and
service delivery.

cooTo



2. I ntegration and development of Sector East. The program should seek to
leverage local and foreign resources to begin the reconstruction process, while helping establish
management and decision-making processes that can deliver desired servicesfor citizens. The
program can help negotiate a common agenda between the exiled and current governments by
focusing on concrete and tangible improvements. Integration can be fostered by the re-
introduction of Croatian legal and political systems, and strengthening communication among
cities.

The general strategy recommended is as follows:

1. Focus on Zagreb, Split, Osijek and Rijeka, the four largest citiesin Croatia.
Because of their size and importance, they will have substantial impact on the Croatian
development and have greater capacity to impact national policy and institutions. In addition,
the cities of Varazdin and Vulcovar can be included to further the strategic objectives.

2. Foster information sharing among cities in Croatiato build an advocacy voice for
local governments and maximize the use of regional experience and internal experimentation
and innovation.

3. Establish partnerships and collaborative rel ationships with each city to ensure
full commitment in design and implementation.

4. Build sustainability while being cost effective by using local consultants and
institutions.
5. Focus on priority issues of high interest to the cities to provide tangible results

that can lead to longer term rewards from a partnership.

6. Leverage local and foreign technical and capital resources to accomplish project
goals. Use experience and materials already developed in Croatia and throughout Eastern and
Western Europe and other places, as appropriate. Access capital from local and foreign sources,
including World Bank, European Union and other funding sources activein Croatia.

7. For Sector East, the strategy should focus on building interaction by sharing
information, delivering tangible results while working on longer term issues, and assisting in re-
introducing political and institutional systems common to Croatia.

The opportunities for effective collaboration and technical assistance with Croatian cities are
substantial. The cities are interested in working with USAID and would benefit by the technical
assistance that USAID can offer.



MUNICIPAL SERVICESAND INFRASTRUCTURE ASSESSMENT FOR CROATIA
OBJECTIVE OF THE ASSESSMENT

In conjunction with the four Croatian cities of Zagreb, Split, Rijeka, and Osijek, the Contractor
was asked to prepare a sector assessment examining municipal services and infrastructure for
the United States Agency for International Development (USAID). This assessment of the
municipal sector outlines current conditions and identifies key issuesto be addressed in
reforming and improving performance in the municipal sector, consistent with USAID’s
objectives and strategies for Croatiaand the region. The recommendations will provide
background for the USAID resident advisors implementing the Municipal Management
Program in Croatia.

GENERAL CONTEXT

USAID isproviding assistance focused on policy and institutional development in the urban
development sector in Central and Eastern Europe as part of the East European Regional
Housing Project (EERHP).

The decentralized political system in Croatia has given considerable responsibility to cities for
infrastructure development and operation, areas identified as priority areas by the local
authorities. Along with the more general problems associated with atransition to a market-
oriented economy that Croatia faces, the war has exacerbated existing problemsin the urban
sector by diminishing available central support and increasing population pressures from
refugees and displaced persons.

Despite extensive experience with decentralization, many elements of autonomy are still
missing, along with incompl ete legislation and uneven taxation powers--while taxation
represents 92 percent of public finance in Zagreb, it forms only 8 percent in other towns. Many
local governments remain heavily dependent on the central government. Police and public
security isstill centrally controlled, along with health care and education, and some utility
provision.

The Republic of Croatia has a population of 4.78 million inhabitants. 1n 1991 there were
175,338 persons working abroad accompanied by 108,724 family members. This number
increased significantly in the 1990s due to the war and post war conditions. At the end of 1995
the number of people employed was 1,161,657 , and there were 243,324 unemployed . The
unemployment rate in 1994 was 16.7 percent. Average monthly net pay (after taxes) for the
period from January to September 1994 was 1800 Kuna (Kn) and gross pay was 2852 Kn.
Industrial production in 1994 (change in relation to previous year) was negative (2.7%). Gross
domestic product per capitain 1993 in current priceswas US $ 2,841, and in 1993 GDP real
changein relation to the previous year was a negative (3.7%).



LEGAL FRAMEWORK
Several laws of the Republic of Croatia provide the legal framework for local governments:

The Constitution of the Republic of Croatia (Narodne novine No. 56/90) isthe basic
law of the nation. The Constitution establishes aright to local self-government, including the
right to decide about the citizens' needs and interests at the local level.

TheLaw on Local Self-Government (Narodne novine, No. 90/92, 94/93, 117/93)
establishes the authority and organization of local government.

TheLaw on the Territories of Counties, Citiesand Municipalities (Narodne novine,
No. 90/92) and the L aw on the City of Zagreb (Narodne novine, No. 22/93) determine the area
and authorities of local governments.

The Law on Financing L ocal Self-Government (Narodne novine, No. 117/93) defines
the revenues and authorities regarding financing local governments.

The Law on Securities regulates the issuance, ownership and use of securities.

The discussion that follows highlights provisions of the Constitution and the two key laws
implementing the local self-government provisions of the Constitution: the Law on Local Self-
government and Administration and the Law on Financing Local Self-Government and
Administration.

The Constitution of the Republic of Croatia

The Constitution of the Republic of Croatiawas enacted by the Parliament (Sabor) on December
21, 1990. The values of the Republic are described in Article 3:

“Freedom, equal rights, national equality, love of peace, social justice, respect for
human rights, inviolability of ownership, conservation of nature and the human
environment, the rule of law and a democratic multiparty system are the highest values
of the constitutional order of the Republic of Croatia.”

Section VI of the Constitution describes the Organization of Local Self-government and
Administration. Article 128 states:

“ Citizens shall be guaranteed the right to local self-government.



Theright to local self-government shall include the right to decide on needs and

interests of local significance, particularly of localities and housing, public utilities,
child care, social welfare, culture, physical culture, sport and technical culture, and the
protection and promotion of the environment.”

Article 130 describes the autonomy and supervision of local government:

“Units of local self-government shall, in conformity with law and by-laws, be
independent in the conduct of local affairs and shall only be subjected to the supervision of
legality by competent bodies of the Republic.”

Decentralization of governmental functions to the local level is supervised by the Ministries of
the national government.

The Law on Local Self-Government

Thislaw regulates all the forms of local self-government: municipalities, cities and counties.
The exception isthe city of Zagreb, which isacombined city-county government and has its
own statute to regulate its operations. The law on local self-government defines the forms of
local government as follows:

A county is determined to reflect the historical and economic factorsin determining its
boundaries. Thereare 20 countiesin Croatia; 21 if the combined city-county government of
Zagreb isincluded.

A city isaself-government unit which is a natural economic and social unit. The city
may encompass the suburban settlements which form the natural economic and social unity
with the city related to the daily needs of its citizens. There are 70 citiesin Croatia. Citieswith
more than 40,000 inhabitants can introduce an income tax surcharge to finance operations.

A municipality isalocal self-government unit generally involving severa residential
areas that are natural economic and social entity, but with a population of Iess than 10,000.
There are 426 municipalitiesin Croatia.

The scope of responsibility of acounty isasfollows (Article 15):

1. Coordinates interests and undertakes activities for the purpose of uniform
economic and social development of cities and municipalities within the county.

2. Settles disputes among the cities and municipalities within the county.

3. Determines the conditions for the area arrangement and protection in the county.



4, Coordinates the development and network of the educational, cultural, medical,
social, public utility services and other institutions, facilities and infrastructure.

5. Performs any tasks transferred to it from a municipality.

6. Establishes public institutions and other legal entities to achieve common aims
shared by municipalities, cities and the county.

7. Regulates other matters of common interest for municipalities, cities, and the
county.

The scope of responsibility of acity isasfollows (Article 13):

1. Ensures the conditions for the development of economic, social, public utility
and other activities and services, which are important to the city.

2. Ensures the conditions for zoning and planning and for the protection of the
human environment.

3. Takes care of the quality of housing, public utility facilities, the performance of
public utility and other services and local infrastructure.

4. Provides the following services: child care, education, public health, animal
protection, social welfare, culture, sports and any other service not stipulated by law.

5. Manages municipal property.

6. Establishes public institutions and other legal entities to provide economic, social
utility and other needs of the population.

7. Other duties as prescribed by law.

The structure of all units of local self-government is regulated by thislaw. The same basic
structure applies to the municipality, city and county (See Figure 1).

The main difference between the city and the county is that the county has a significant portion
of its organization devoted to State (national) functions. These local divisions of the national
ministries are not subject to the direction of the County Assembly or the County Executive.
These functions report directly to their respective Ministries. The State function of the county is
significantly larger than the local self-government function (See Figure 2). For example, the
county of Split has 50 employees dedicated to the local self-government function; it has 800
employees dedicated to its State functions.
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The primary structure of acity government are as follows:

1. Elected Representative Body

The City Assembly is elected (through a complicated process described in a separate law on
elections) for afour year term. The Assembly has a Chairperson and two Vice Chair people.
The Assembly passes its decisions by a majority vote of aquorum of the body. The number in
the City Assembly is proportional to the city population, with no less than 20 and no more than
50 members (Article 50).

Therole of the City Assembly isto (Article 49):

A. Pass city statutes, decisions, and general acts.

B. Elect and dismiss the mayor, the deputy mayor, the Executive Council, appoint
working bodies of the Assembly and appoint and dismiss other persons under the by-laws of the
city.

C. Determine the structure and jurisdiction of city administrative bodies.

D. Establishe public institutions and other legal entities to perform economic,
public, infrastructure and other tasks of interest to its citizens.

E. Perform other tasks under its jurisdiction.
The law generally stipulates that the representative body can establish permanent and temporary
committees and other working bodies, but does not prescribe which topics or forms these bodies
must take.

Open voting is used at meetings of the City Assembly, “unless the representative body decides
that secret voting isto be applied in certain issues’ (Article 25).

2. The Mayor

The mayor represents the city and has executive power (Article 54). Thereisalso adeputy
mayor to act in the absence of the mayor.

The mayor isresponsible for the performance of all State (national) tasks transferred to the
jurisdiction of the city and all the tasks associated with local self-government.

12



3. The Executive Council

The Chairperson of the City Assembly nominates the members of the Executive Council and
they are confirmed by the City Assembly. The members of the Executive Council are generally
the department heads of the city. The mayor chairs the Executive Council. The Executive
Council of acity isfrom 7 to 13 members (Articles 35,36, 37, 38 and 39).

4, Administrative Departments

Administrative departments are established to carry out the service functions of acity (Article
56). The organization of the departments and personnel policies are governed by a general act
passed by the City Assembly.

The City Assembly can remove by a vote of no confidence the Mayor, the Deputy Mayor and
the Executive Council (Article 39). If the City Assembly does not appoint a new Mayor,
Deputy and Executive Council within 15 days, the Mayor can dissolve the City Assembly
(Article 40).

Thelaw on local self-government also provides for direct participation of citizensin decision
making. Citizens can participate directly in making decisions on local matters by means of a
referendum. (Article 17). Citizens are entitled to propose to the City Assembly that it adopt
certain laws or dealswith acertain issue. (Article19) Loca committees are established asa
means of direct participation of citizensin decision making at the local level (Articles57, 58,
59).

The City of Zagreb does not yet have any of these citizen organizations. It has divided the city
into 21 neighborhoods and is drafting regulations governing the activities of these
organizations.

Another significant feature of the law on local self-government are the provisions concerning
associations of cities. Citiesand municipalities may for the purpose of promoting mutual
interests and improving cooperation establish national associations of local governments
(Article 11). Thereisspecific provision for aformal national association of units of local self-
government that isalegal entity. This association does exist in Croatia, but is not activeand is
viewed as heavily influenced by the ruling party.

One of the significant issuesin local self-government isto clarify therole of the city and the
county. Thereisoverlap of responsibility that causes confusion and competition between the
city and the county. One notable areaisland use. Both the city and the county are responsible
for developing master plansfor their areas. How these plans are coordinated is left undefined.
The city cannot enforce many of its plans because all building permits and land use enforcement
isthe responsibility of the county, in its State function, not in itslocal self-government function.

13



Thelaw on local self-government was adopted in 1992 and is under consider ation for revision.
The Ministry of Public Administration is drafting the law and it should be available for review
in about a month. The draft of the new law is over 300 articles; it creates 10 new municipalities
and details the labor relations provisions for the local government level. The city and the county
governments are both interested in more favorable financing for local government. There are
changesin the financial structure that would change the taxing system for cities and counties,
but it is not clear that these changes would increase revenues at the local level.

Thereis aso some consideration for strengthening the role of the city vis-a-visthe county.
Some of the State functions currently performed by the county would be transferred to the city.

The proposed revisions have been reviewed with County Executives at a meeting of their
association in February. There are no plansto review the draft with city officials. Once the law
is proposed by the government to the Parliament, cities and others will have an opportunity to
comment on it between first and second reading of the propose law.

The Law on Financing the Local Self-Government
This act regulates the financial sources and financing of counties, cities and municipalities.
Financial resources of acity or amunicipality are asfollows (Article 29):

Revenues originating from municipal and city property

Municipal and city taxes

Fines and seized property

Administrative tax pursuant to aspecial law

Residence tax pursuant to a special law

Utility fees, contributions and other fees established by special law
Feesfor use of public property

Other revenues established by special act.

NN R

Municipal and city taxes are the following (Article 30):

Excise duty (on the consumption of alcoholic beveragesin public inns)
Recreation (or vacation) houses tax

Public Displays (advertisements) tax

Firm and Corporate Name tax (similar to aregistration fee)

Public Ground Utilization tax.

agrwDdDE

There are specific articles of the act that define the tax and often set an upper limit onitslevy.

Common taxes include (Article 45):

14



1. Income tax. Incomeis shared by the State (nation), a municipality, acity and a
county. The city or municipality receives 25% of the income tax; the county receives 5%. The
City of Zagreb receives 45%.

A city with more than 40,000 population may levy an income tax surcharge up to 30%. The
City of Zagreb may levy a surcharge of up to 60%.

2. Profit tax. Incomeis shared by the State (nation), amunicipality, acity and a
county. A city or municipality receives 20%; a county receives 10%.

3. Hazardous Games tax (gambling). Income shared by the State, municipality, and
city. A city or municipality receives 50% of thistax.

4. Real Property Salestax. Income shared by the State, municipality, and city. A
city or amunicipality receives 60% of thistax.

A county may levy the following kinds of tax (Article 5):

Inheritance and Donations (gift) tax
Motor Vehiclestax

Vessels (boat) tax

Entertainment and Sports Eventstax.

PN

County tax revenues may either entirely or in part be ceded to a city or amunicipality in the
territory of which arespective taxpayer resides (Article 28).

The act also regulates the preparation of the city budget (Article 52). The budget must specify
all revenues and expenses of acity and must be balanced. In addition, the city must allocate an
emergency reserve (Article 67) to be used for unforeseen circumstances and emergencies, or for
revenue shortfalls during the year. (For uses of the Reserve Fund, see also Articles 77 and 78.)
The budget covers acalendar year (Article 55). The budget must be adopted before the calendar
year; if it isnot, atemporary financing and spending plan for 3 months must be adopted (Article
58). The budget must be publicly published and accessible to all residents (Article 59).

A city may secure aloan only if the State Auditing Agency assesses that repayment of the loan
will not jeopardize financing of other expenditures. The city may issue debt or securities
subject to permission of the Ministry of Finance (Article 83).

A city may not borrow fundsto finance “regular activities of bodies and users of its budgetary

funds, except on short-term basis and only if revenue flow is not continuous” (Article 84). A
city may borrow funds to finance building and renovation and capital equipment.

15



The Ministry of Finance supervises the use of revenuesin cities (Article 88). The budget and all
amendments must be forwarded to the Ministry of Finance within 15 days of their enactment
(Article 94). The Ministry of Finance may ask the State Auditing Agency to investigate financial
operations of alocal government regarding “ security, reliability, efficiency, efficacy and
rationality of use of budgetary funds’ of alocal government (Article 88).

CURRENT SYSTEM FOR FINANCING CAPITAL PROJECTS

Thereis currently little financing of any local government capital projectsin Croatia. Cities
generally do not use long term loans or municipal bonds to finance facilities, infrastructure or
capital equipment. The resources for both financing infrastructure and for maintenance and
development of utility infrastructure comes from various sources: fees, transfers from the city
budget, grants that come from the central government agencies, financing from companies
building infrastructure and some short term loans.

The financing of capital projectsis generally done through a combination of sources of funds.
Loans for the public utility infrastructure is accomplished by the companies applying for loans
for capital investments. The loans are repaid from transfers from the City budget. Public utility
companies use this financing for major maintenance and small scale reconstruction of the
existing infrastructure. Capital investments (larger scale of reconstruction of the existing
infrastructure and new construction) have been financed through the city budget and through
various fees. If capital infrastructure facility is of regional interest the Republic will finance
construction of the facility through the national companies (Water Management Co., Croatian
Roads Co.) and sometimes by getting foreign loans (World Bank and the European Bank for
Reconstruction and Devel opment).

For development of water and sewer system, users pay the following fees:

a Fee for waste water. Thefeeis set by the Government of Croatia.

b. Fee for fresh water use. Thefeeis set by the Croatian Government for each
cubic meter.

C. Fee for water protection (paid by all users who deposit waste waters and other

waste materials). The feeis set by the Government, and is paid to the Croatian Water Co. and
Water Management Co.

d. Feefor use of gravel, sand and stone from waters. Thisfee is set by the Croatian
Government.
e Feefor irrigation.
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Capital investment for development of transportation infrastructure of the citiesis financed out
of the city budget and from loans.

In housing and utility management, development of capital infrastructure is financed from
budgets, from the rent of office space, from the resources collected from the sale of the socially
owned housing stock, and from the resources of investorsin public facilities.

Municipal Bonds and the Capital Market

Several of the city officials consulted said it was “illegal” for a city to borrow from banksto
finance capital projects. Asdiscussed in the legal framework section, it islegally possible for
citiesto finance projects. Articles 83-86 of the Law on Financing of Local Self-government
regulate the practice of borrowing money. Article 83 establishes the right of citiesto issue
bonds (treasury notes) with approval of the Ministry of Finance. Thereisanew law on
Securities and a Securities Commission has been established.

It is generally not done now and is not the tradition for financing such projects. Financing is
short term and comes from individual banks or the national bank for reconstruction and
development.

The Croatian Banking System

Most banks are not involved in financing infrastructure through long term loans or bonds, but
there is agrowing awareness in the banking sector of the possibilities for financing
infrastructure through the use of municipal bonds.

The Croatian banking system includes a National Bank, the Croatian Credit Bank for
Reconstruction and Development, the Ministry of Finance, an Association of Banks and
Commercia Banks, and Savings, Mortgage and Housing Banks. Each of these is discussed
below.

1. The National Bank deals with monetary policy, inflation and foreign currency
exchangeissues. Thisbank establishes rulesfor all business banks (non-governmental banks).

2. The Croatian Credit Bank for Reconstruction and Development (HBOR) was
founded in 1992 with the independence of the country. The bank is governed by a Chairman
and Board of Management appointed by the national government. The Credit Bank has had
direct appropriations from the government every year and implements projects approved and
funded by the Republic of Croatia. The bank has been funded from the government at about 300
million German marks for priority projects.

Foreign sources of capital for infrastructure go through this bank and provide its other source of
capital. This bank supervises and audits |oans to other banks for specific purposes; thereis no
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general transfer of funds. An example of alarge, long term project financed with foreign capital
isthe six-city Municipal Environmental Project EBRD/World Bank project that began before
thewar. The project, which includes both Split and Rijeka, isfor water and sewer projects, and
isback on line after having been suspended for two years. The project isfunded 70% by a
World Bank loan and 30% from the national government and the cities. The feasibility studies
and financial analysis were done under the auspices of the EBRD. Construction costs estimates
are expected by August, 1996, with authorization for the EBRD procurement process to begin
immediately thereafter. First authorizations for construction are expected by the end of 1996.
Pulaand Rijeka are for sewer projects only; the other citieswill include both water and sewer
projects.

During thefirst two years the Credit Bank funded projects related to water supply, sewer and
airports. Since that time, all of the Croatian government-funded projects have been directed to
rebuilding the war damage. The government has a“ master plan” for the provision of water and
sewer services, with priority given to water supply projects.

Cities can initiate project proposals to the Croatian Credit Bank by submitting feasibility
studies, tender documents and bid responses. A bank representative indicated that credit
packages were possible for water supply projects with a 6-year repayment schedule after a 1- to
2- year construction payment deferral and with annual interest rates between 7 and 9%.

3. The Ministry of Finance approves the amount to go to the Credit Bank from the
national budget and regul ates many financial transactions, particularly pertaining to local
governments.

4, An Association of Bankswhose membership includes all 57 banksin Croatia.
(Banks arerequired to be members.) The association is supported by monthly dues from the
banks and provides aforum for discussion of issues of mutual interest, research, a mechanism to
comment on current or proposed regulations and other servicesto its members.

The Association has been in existence for four years and is one of thirty associations of the
Croatian Chamber of Commerce. The Chamber of Commerce organizes the bi-monthly
meetings of the Association, devel ops the agenda from topics suggested by the banks and
prepares the minutes of the meetings to go back to the banks. It isthis Association that recently
reviewed a proposal for expanding the use of municipal bonds and sent it to the Ministry of
Finance for consideration. When asked where to begin efforts to develop amunicipal bond
market, most of those interviewed suggested this Association.

5. Individual Commercial Banks. These banks deal primarily with corporate

clients. There are contracts between banks that allow customers to cash checks at various banks.
These are legally binding, but voluntary, agreements.
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Local governments keep their deposits in the major bank in their community. Individual banks
have little capital for infrastucture because of the deposits used or devalued during the war.
These banks are the source for some short term loans to the city or city utility companies for
infrastructure and capital equipment. These loans are typically gap financing, with high equity
and city guarantees of repayment required.

6. Savings Banks, Mortgage Banks and Housing Savings (or “ Communal™)
Banks. These banks may be either public or private banks. If they are public, their founders
and administrators may be local governments that then guarantee the obligations of the bank
with local government funds. Savings banks, for example, encourage savings and may make
loans to finance public projects. Mortgage institutions make loans based on real property
mortgages and can also be used to finance local public projects. The housing savings banks
collect savings deposits to invest in housing and communal projects (public utilities and other
public projects.

Some cities have contemplated setting up “Communal Banks’ with city funds to finance
government operations and infrastructure. The Institute of Public Finance did a study for the
City of Split to examine this question and said the establishment of a separate bank was not
necessary.

In addition to accessing capital through domestic bank loans supported by the national
government and foreign development bank loans, some local governments are working with
local banks to issue municipal bonds.

County of Istria Bonds

The County of Istriaisthe first and only unit of local government to issue bonds. These bonds
wereissued in December, 1994. These bonds were issued to finance a portion of the
development of awaste treatment plant in the City of Pazin.

The two million German marks worth of bonds were offered on the Croatian market through a
network of Croatian banks and brokerage firms, led by the brokerage house of INVESTCO in
Zagreb. Bonds of the County of Istria are annuity bonds with repeated, serial maturity. This
means that during the amortization period, principal and interest are returned together through
equal semi-annual annuity payments. The bondswill be repaid through 6 equal payments
beginning June 30, 1995 and ending December 31, 1997. The repayment of all debtsis
guaranteed by Istarska Bankain the city of Pula.

According to the bond prospectus, Istriais a county of average size and population. Its

economy isone of Croatia' s strongest. With 5.3% of the population, the county produces 6.5%
of Croatia’s GDP.
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The City of Varazdin is now preparing to issue municipal bonds and isworking with a
brokerage firm to devel op the financing plan.

Brokerage Firms

There are several brokerage firms being formed that are encouraging banks, local governments
and the national government to use municipal bonds as away of financing infrastructure.

In June of 1996, the brokerage firms of CORA and FIMA presented the Association of Banks a
study entitled “On Issuing Bonds of the Republic of Croatiafor Economic Development”. This
study was discussed in a meeting of the Association, approved and sent to the Ministry of
Finance for favorable consideration. The study discusses the advantages of bonds and ways to
make them a more secure and thus more marketable investment. Representatives of CORA feel
the same principles apply to municipal bonds asto national bonds. Infact, FIMA isworking
with Varazdin on their proposed bond issue.

Significantly, the study encourages bonds as away to raise domestic capital and cautions
against over-reliance on foreign capital:

“ An engagement of foreign capital for the reconstruction and development is potentially
an interesting source of finance, but the overall amount of thisforeign capital istoo
small to play a significant role.”

The study also cautions against thinking the Croatian banking system can supply all the needed
resources needed:

“ Banks, bearing the burden of the past, are not able to give their full contribution to
economic development because they are having to go through their own process of
rehabilitation.”

The report recommends guidelines for the issuance of bonds, such that the central government
support of thisfinancing instrument at the national and local levels, initial sales be negotiated
sales and that sales on the secondary market not be limited or restricted. The guidelines also
recommend various guarantees for the investors including: bond denominations expressed in
German marks, interest rates higher than those of banks, the use of bonds as a means of
payment and the use of bonds as collateral.
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ZAGREB
General Context

The City of Zagreb has a population of 882,000. During the period of 1991-1995, there were
approximately 150,000 refugees and displaced persons added to the area of Zagreb. According
to the City (report for the USAID project), there are 306,100 households, with an average annual
household size of 2.88 and afamily income of 27,350.00 Kn ($5470.00).

The City of Zagreb isthe capital of Croatiaand islocated in the central part of the country.

The City has a master plan and district development plans. Development must be consistent
with these plans. Consistency is enforced through the building permitting process. Sincethe
City hasthe legal status of a county, this permitting processis under its control. In addition to
consistency with development plans, environmental impact assessment and utility availability
are also checked. The average permit processing time was estimated at 6 months.

City Infrastructure

The City of Zagreb isimplementing the new law on Utilities and Public Services with a market-
oriented approach to the management of utilities. The reorganization of severa utilities and
public service enterprisesisin progress. The utilities are establishing profit and expense
centers, with each having its own budget and projected income. To increase operational
effectiveness, similar utilities and public service organizations are being merged (for example:
water supply, waste-water services and drainage have been combined). The City expectsthis
reorganization to improve management and facilitate financial transactions and access to capital
markets.

According to the information prepared for this assessment, the City expectsto use a special
expert group for the development of investment management in the utilities and public services
infrastructure.

The Basic Guidelines for the Development of the City of Zagreb (1994) define the goals for the
development of the utilitiesinfrastructure and public services. Based on these guidelines,
specific documents have been drafted to implement the basic goals. These documentsinclude
gpatial plans, urban plans, and administrative directives. The City of Zagreb has officially
confirmed its policies for quality utilities and public servicesin the “Directives for Quality
Services’.

The Public Utilities of the City include:

1. Gas. Thereare 700 employees, 120,000 customers, 1114 kilometersin the
distribution network, and an average annual per capita consumption of 320 million cubic
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meters of gas. The primary need of the gas company was identified as extension of serviceto
unserved areas.

2. Solid Waste and Street Sweeping. There are 1,450 employees serving 235,000
apartments, collecting 3,000 cubic meters of waste per day. The City has an extensive recycling
program. Types of material recycled include: grass and tree trimmings, medical waste, organic
waste, glass, paper, plastics, batteries, and aluminum. Hazardous waste is not included in this
service. Feesfor apartments are assessed by the square meter of the apartment.

3. Environmental Protection and Waste Management Company. Thereare 15
employees providing ecological analysis and environmental educational services. The City has
an extensive recycling program. Types of material recycled include: grass and tree trimmings,
medical waste, organic waste, glass, paper, plastics, batteries, and aluminum. In 1992, this
organization was designated by the Ministry of Construction Industry and Environmental
Protection as a national organization promoting environmental protection.

4, Water and Wastewater. There are 1,300 employees, 720 in water services, 300
in wastewater services, and 300 in administrative services.

The water company is 118 years old and serves Zagreb and the surrounding area. There are
10,400 kilometers of water pipes, with 80,000 customer connections. Approximately 10% of
the city isnot served by water. The average per capita consumption is 120-123 cubic meters of
water. Water services are primarily pumping and distribution. Water supply isfrom the aquifer
under the City and is accessed by wells. Pollution isidentified asamajor problem.

The wastewater system is amixed system, combining residential and industrial waste and storm
water runoff in the same collection system. There are 1,100 kilometers of sewer pipesin the
collection system. Approximately 30% of the city isunserved. Thereisan industrial pre-
treatment program. Approximately 50% of the industries pre-treat their waste. Thereisno
treatment plant. Officials of the wastewater system said it would take billions of dollarsto bring
the sewer system up to European standards.

Organization and Structure
Zagreb isthe only unified city in Croatia; it is both a city and a county government. The
boundaries of the city are smaller than the boundaries of the county (see map, Figure 3), but the

city has the powers of a county and the governing structures of the city and the county are
integrated.
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The City Assembly has 50 members, all of whom are also members of the 80-member county
Assembly. The Assembly has proportional representation, with approximately eight parties
represented.

The Mayor is also the County Executive. This combined chief executive has recently presented
aproblem for Zagreb because the President of the country has the authority to approve any
County Chief. The elected Mayor of Zagreb was not approved by the President because he was
of adifferent political party. The Assembly elected another Mayor, who was turned down by
the President for the same reason. Now the President is to nominate a Mayor, for approval by
the Assembly. The expectation isthat the Assembly will reject the President’s nominee. While
all of this political dispute goes on, the city is effectively without a chief executive.

The organization of the City of Zagreb is depicted on the organization chart (Figure 4). The
City Assembly is made up of 50 members, elected by district for four-year terms. The
Assembly is chaired by a President; the Mayor is not a member of the Assembly.

The Mayor isdirectly elected to four- year term and is the head of the Executive Council. The
Executive Council is composed of 15 members appointed by the Assembly. The Mayor has
direct line responsibility for 13 city departments, plus general administration and the Fund for
Water, Transportation, Housing and Communal Systems.

Both the Assembly and the Executive Council have departments reporting directly to them; 6
departments report to the Assembly and 7 to the Executive Council. The Assembly also has
Permanent Bodies of the Assembly reporting to them. The Executive Council has Working
Bodiesreporting to it, aswell asthe Public Utilities and Enterprises. These Public Utilities and
Enterprises are viewed as independent, even though the Mayor appoints the directors and the
budgets for these activities are part of the total city budget.

There are also 13 field officesin the city organization.

Budget and Finance

The city of Zagreb does not have a budget plan for the fiscal year 1996; instead the City
Assembly has authorized three-month temporary financing for the period of January-March
1996. Under Croatian law, the budget for the remaining part of the year has to be approved by
March 15, 1996. Revenues and expenditures areillustrated in Figure 5 and Figure 6.

Temporary financing of the City of Zagreb comprises:

Revenue: 382,500,000 Kn
Expenditures 359,485.100 Kn
Reserves of the City 23,041.900 Kn
Total expenditures 382,500,000 Kn
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Revenues of the City of Zagreb include:
1) Tax revenues

A) profit and income tax share in the budget is 342 million Kuna or 89%
(shareintax and income surtax is 300 million Kuna, and sharein profit tax is 41 million Kuna);

B) real estate and transfer of rightstax sharein the budget is27.1 million
Kunaor 7% (inheritance and gift tax is2 million Kuna, relisted tax is 25 million Kuna, and
summer and gift tax is 2 million Kuna);

C) share of domestic turnover tax on goods and servicesin the budget is 6.76
million Knor 1.77% (tax on firm or company nameis 1 million Kuna, tax on advertising is 0.5
million Kuna, tax on motor vehicleis 1 million Kuna, tax for organizing gambling gamesis
0.01 K, tax on organizing amusement and sports eventsis 0.25 million K, consumption tax is
4.0 million K).

2) Other revenues

A) Administrative fees: 2.8 million Kn (Administrative fees are 2 million,
government feesare 0.8 million Kn);

B) Revenues based on special regulations (fines) are 0.4 million Kn;
C) Miscellaneous revenues are 4.44 million Kn.

The budget of the City of Zagreb does not include the financial plan of the Fund of the City of
Zagreb for water management, transportation, housing and public utility service. The Fund
developed atemporary financial plan for the same period of time January to March 1996

as did the City. The temporary plan is based on the analysis and estimation of the inflow of
resources in the last quarter of 1995 and the fees obtained from that period. Total revenues and
expenditures of the Fund are estimated to be 278.3 million Kuna.

The revenue plan of the Fund consists of the following revenues:

A. Water management - 13.4% 40 million Kn
l. Water management fee 14.0
2. Water use fee 12.6
3. Water protection fee 8.4
4. Water management contribution 5.0
B. Transportation - 3.5% 9.8 million Kn
1. Assets of the Croatian Roads Co. 5.3
2. Annual feesfor the use of roads 4.5
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C. Housing and Public Utility Serv.- 53.3% 148.5 million Kn

1. Rent and condominium fee 14.0

2. Rental fee 52.0

3. Public utility fee 50.0

4 Funds from sales of socially-owned 2.0
apartments

5. Funds of the investor of another 12.0

structure and equipment for
individual utility consumption
6. Funds of the investor of 18.0
another structure and equipment
for public utility consumption

D. Other Revenues - 29.8% 80.0 million Kn
1. Budget of the city of Zagreb 70.0
2. from different sources 7.5

(from citizens, donation,
sponsorships, office salls, etc.)

3. Obtained from interest rate 2.5
on sight assets and interest
on court decisions

In 1995 the total revenues of the public utility companies were 2.395 million Kn. In 1996 the
revenues of the Fund in the amount of 278.3 million Kn are allocated according to the services:
20.6 % to the funds to finance water management to the funds to finance transportation, 61% to
the funds to finance housing and public utility services, and 3.1% to fundsto cover the
operation of the Fund of the City of Zagreb for Water Management, Transportation, Housing
and Public Utility services.

Allocation of the funds for water management is as follows:

50% water
20% sewer
30% environmental protection

The urban infrastructure in the City of Zagreb is financed primarily through funds from the city
budget. Fees charged for the services are set to cover the majority of operation and maintenance
costs, but not the capital costs.

There was no calculation for the percent cost recovery of fees charged for the various public
services. Thereisno cost accounting system that would facilitate calculation of cost recovery
for operations and maintenance expenses, and no current definition of cost recovery that would
include capital expenses.
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Funds available to finance infrastructure are insufficient for the needs determined by the City.
Thereislittlelong term credit and little money available from the central government for
financing infrastructure.

According to information prepared by the City for this assessment, the 1994 structure of
financial resourcesfor utilities and public services (water supply protection, waste water, water
conservation, maintenance and reconstruction of streets and roads, subsidies for Croatian
Railways, construction of utilities on land to be devel oped) was:

25.1% payments and contributions (water management payments, compensation
for the use and preservation of water, public service compensations,
compensations for the uses of roads and water management contributions)

44.2 % Zagreb city budget

17.4% Funds of investorsin other facilities for the construction of utilities
installations for individual and common use
6.4% L oans from Zagrebacka banka (Zagreb Bank)
3.1% Funds from Hrvatske ceste (Public Roads Company)
3.8% Other (profits, interest, etc.)

The city finances public utilities partially through a special fund. Figure 7 illustrates the
redistribution of revenues among the utilities in the fund.

Priority Concerns

The concern that motivates Zagreb'’ sinterest in working with USAID is housing and municipal
management improvements. Housing is seen as critical to retaining young professionalsin the
city. Municipal management improvements focused on the following areas:

1. I mprovement of city administration and management. The organization and
management of the large city organization were described as cumbersome and complicated.
Thereis asense that the organization is not as efficient as it needsto be. Specific concerns
mentioned were the decision-making process, the budgeting process, performance measurement
and monitoring.

2. I mprovement of the political decision-making process. The relationship

between the City Assembly, the Mayor and the Executive Council was described as
cumbersome. The structure of the relationships was identified as at |east part of the problem.
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3. Mor e effective land use policy. There are city and regional land use plans. The
city isinterested in amore effective involvement of private developersin the implementation of
the plan and in paying for the costs associated with devel opment.

4. Legidlativereform. Thereislegislation to be considered in the Parliament that
would reform the duties and powers of cities with a population of over 40,000. Although
Zagreb has most of the powers being contemplated for these cities (because it has dual status as
acounty), thereis aneed for other large cities to have more authority.

5. I nfor mation system improvement. Thereisaneed to modernize the
information systems that support the city operations.

6. I nter gover nmental relations. Thereisaneed to clarify roles of local self-
government units and to give more fiscal authority to the local level.

7. Privatization of city services. What are more effective ways to grant
concessions for operating city services? How can levels of service and performance standards
be assured?

8. Capacity building of the city workforce. Many city employees need to update
or acquire new skills. Thereis currently no effective training to improve the capacity of the
workforce.

9. Protection of water supply. Pollution from sewer, the landfill, the railway
station, the airport, and highways are a specific concern. There are not sufficient funds for
infrastructure improvements to protect the water supply.

10.  Sewer concernsfocus first on industries not following industrial pre-treatment
regulations and second on improving the sewer collection and treatment system. Funding is not
available for infrastructure improvements needed for the wastewater collection and treatment
systems.
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OSIJEK
General Context

The City of Osijek has a current population of 100,000. There has been significant change in
the population during the last 4-5 years because of the war. There are an estimated 35,000
refugees and displaced persons (mostly from the eastern sections nearest the city).

Osijek islocated in the eastern part of Croatia and sustained substantial war damage. There
were 1,000 civilians killed and 5,000 wounded. There was shelling as recently as August, 1995.
The city is surrounded on three sides by occupied territory. Although the city has been
rebuilding and repairing housing and other structures for the past four years, thereis still
substantial reconstruction necessary.

By territorial reorganization, Osijek became a smaller jurisdiction when it was made a city.
Osijek used to make up what is now the central city and five suburban communities.

The economy of Osijek is estimated to be half of what it was before the war. There are currently
(asof March, 1994) 3,296 firmsin Osijek, 1951 of them are trade or retail firms, 374 are
financial and technical services, and 238 of them are industry. The city’s economy had been
substantially oriented to industry before the war. The small number of industrial firmsnow isa
major concern for the city. The city isalso concerned that there are no legal instruments to
encourage industry.

The city has established an economic development function to address the concern of rebuilding
the economy. Recently the city established a small business incubator to encourage new
businesses. The city depositsinto banks are being used to guarantee loans needed by the small
businesses in the incubator. Another economic development program of the city has been
developed in conjunction with the German Chamber of Commerce. This program will provide
training to managers of businesses, many of whom are war veterans with little previous
experience in the jobs they are now holding.

The city has a master plan developed in 1988 which now needs to be completely revised based
on the experiences of the war. Demographic and other projections are difficult because of the
interruptions and difficulties of the war. National law requires the city to develop a new plan by
1999. The plan will include public infrastructure development. The county is also developing a
plan on the same schedule. The city plan must be consistent with the county plan. Thereis
little cooperation currently between the city and the county in developing these plans.

Organization and Structure
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The major portion of city services are delivered by five public companies: water production and
distribution, transportation (trams and buses), waste disposal, city cemeteries and public
markets.

The city owns 7 public enterprises and has 8 departments. To illustrate the relative size of the
operations, there are atotal of 520 employees in the water company compared to 130 employees
in the city.

The Water Company generates 72% of its revenues from commercial activities and is self-
supporting in its water and sewer operational costs. The City contributes capital fundson a
project basis. 1n one multi-year construction project at the water treatment plant, the financing
includes a combination of World Bank funding ($8.9 million), Water Company ($1 million),
the City ($2.6 million) and the Croatian Bank for Reconstruction and Development ($1.6
million).

The transportation company had deferred all procurement and major maintenance during the
war. The City isresponsible for all capital purchases and in addition subsidizes the operational
costs. The Transportation Company does not use cost benefit analysis nor match fares with the
cost of service.

The waste disposal system receives 40% of its revenues from the City budget. The company
receives acommunal fee, but the collection rate is only about 50% on average, with industry
paying at arate of 80% and residences only at 20%. Collection is not automated, nor are there
many collection tools. Thefeeisa5 zone/3 use fee structure.

Services of the company include garbage and trash collection, waste disposal, maintenance of
all green areas on the city property and street cleaning. The major issue in waste disposal isthe
location of alandfill.

City Cemeteries are 90% self supporting for operational costs. The City Markets are self
supporting for operational costs. The market has free dumping at the landfill and thus receives
an indirect operational subsidy. Inaddition, the City is paying for the capital construction costs
of two new projects.

The structure of the city organization isillustrated in Figure 8.
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Budget and Finance
Thetotal budget is 160,064,120 Kn, with areserve of 1,000,000 Kn.
The revenues and expendituresin the Osijek budget are detailed in Figures 9 and 10.

The sources of revenues, expressed in Kuna, are:

Taxes 67,340,470
Capital Income (income from city property sold) 38,080,000
Fees 54,493,650
Donations 150,000
Tota 160,064,120

The expenditures, expressed in Kuna, are:

Operational expenditures

for employees 9,935,370
for current maintenance 10,642,000
for material, energy and utility and other services 13,616,000
Current external expenditures for materials and services

for environmental protection 1,110,000
for public order security 1,676,000
other unspecified expenditures 12,539,000
Current transfers

Current transfers to citizens househol ds and non-fiscal

organizations 36,818,750
Current transfers to government institutions 1,213,000
Subsidies

Subsidiesin agriculture 200,000
Other current transfers and donations 3,617,000

Capital acquisition
Land and other tangible assets 2,000,000
Building structure 5,000,000
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Office furniture and equipment 5,000,000

Other tangible assets 80,000
Intangible assets 5,950,000
Supplies 50,000
Construction capital structure 33,921,500
Investment maintenance 1,500,000

Capital transfers

to citizens, households, and non-fiscal organization 14,205,500
other capital transfers 1,300,000
Given government loans and share in capital amount

Domestic loans 3,000,000

In 1997 arise of total revenuesin the budget is planed for 6.7% and in 1998 for another 8.4%.
The capital investmentsin infrastructure in Osijek have been supported by the national
government as a part of areconstruction program in the country.

There has been water treatment plant reconstruction and expansion recently financed from the
following sources:

Croatian Bank for Reconstruction

National Water Enterprise

City of Osijek

World Bank
The central government has promised the city of Osijek bondsin the amount of 20 million
German Marks as compensation for the housing sold within the city limits. The city has not
been able to use this source of funds because the central government does not have the money

to finance the bonds.

The central government has given the City of Osijek some money from the sale of housing to
reconstruct some housing (2 buildings) for war victims.

Priority Concerns

The Deputy Mayor and other officialsidentified infrastructure improvement as the top priority
for the city. The city’ s economic recovery strategy isto provide infrastructure and housing to
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encourage economic investment. Economic recovery is essential to address the major concern
of young professionals leaving the city. Specific infrastructure needs are:

1. Waste water system. The primary goal isthe sewage collection system. Itisa
major concern because it is necessary for the economic development of the city. Thereis
currently alarge amount of agricultural land within the city limits that needs to be relocated
because of pollution from waste water.

Also needed isthe construction of a sewage treatment plant. The site that had been selected for
the sewer treatment plant isin the occupied territory, so the siteisnow in doubt. Thereisno
financing to build the plant.

2. Garbagedisposal. Thelandfill for the City of Osijek islocated in an areathat is
now occupied. Since the city has not been able to useits landfill during the war, it has
established multiple dumpsin other areas of the city. These other sites are near residential
development and have very little capacity. The implementation of agreements on integration of
currently occupied areas will take time, so the city is concerned about solid waste disposal at
least until the former landfill is available again.
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SPLIT
General Context

The City of Split has a population of 170,000. The City islocated on the coast of Croatia. The
city is1700 yearsold.

The city has alimited number of apartments in the central city and little land to develop. There
is concern among city officials to preserve the historic structures of the city and still provide
adequate housing.

Organization and Structure

There are 26 membersin the City Assembly and 12 members in the Executive Council,
including the Mayor. There are 8 departments, not including the public enterprises. The
structure of the city organization is shown in Figure 11).

Budget and Finance

The city charges acommunal fee for street lighting, parks and public areas maintenance, street

sweeping. The feesare set as amount per square meter of different land uses, in different areas
of the city. The communal fee schedule, in Kuna, is:

TYPE OF USE CENTEROFCITY |MIDCITY OUTERCITY
Business 4.20 Kn 2.90 2.40
Housing 0.54 0.36 0.14
Industrial 0.70 0.30 0.29

The total annual revenue from the communal fee is 80 million Kn. Thereisa50% collection
rate. The city can sue for non-payment of fees, but the court processisslow. It takesup to 2-3
years to resolve suits for non-payment in the courts. Approximately 25% of the past due bills

arefinaly paid.

There are separate fees for water and solid waste collection.

The fees are not adeguate for the maintenance and operations infrastructure needs. The fees
cover no capital investment costs.
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One year ago the City Assembly considered infrastructure needs and decided to dedicate
revenues from the sale of housing to infrastructure finance. The total invested in 1995 was 43.8
million Kn and for 1996 was 30 million Kn. The types of projects financed are described in
Figures 12 and 13, supplied by the city of Split. Approximately 80% of the apartments are
now sold so this source of revenue will not last into the future.

Other sources of financing for infrastructure are the sale of office buildings and the sale of city
land for development.

The city has recently financed awaste water plant with a surcharge on the water fee to repay
financing offered by the company constructing the plant. The city increased the monthly fee of
3.60 Kn per cubic meter by 35 lipas for sewer investment and 15 lipas for water investment. In
1995, the City borrowed 8.3 million Kn from the construction company for afive year term.
The plant was partially financed by the World Bank and the EBRD.

Priority Concerns

1. Sewer. Waste water services are apriority concern for the eastern part of the
city. The City isin the process of building a sewage collection system and treatment plant.
Sewer improvements are financed 50% from water fees and 50% from a grant from the Ministry
of Reconstruction.

2. Housing. Housing for low income people; maintenance of existing housing;
informal housing (built without the necessary permits).
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RIJEKA
General Context

Rijekaisacoastal city of 180,000 population, in a metropolitan area of 270,000 population.
The metropolitan area consists of Rijeka and seven suburbs. The City has had the official status
of acity since 1990. Before becoming acity, Rijekawas part of aterritorial unit of acommune
that was 10 times larger in areaand 1.5 times larger in population. The City feelsits current
boundaries are too small to accommodate growth of a metropolitan area, or to reflect the actual
operation of the metropolitan area. The service area of Rijeka s public utilities reaches these
suburban areas. Rijeka sland areaisonly 50 square kilometers.

As of March, 1996, the County of Rijeka had no County Assembly for the past three months.
The County Executive and County Executive Council were relieved from office by the County
Assembly. Under the Law on Local Self-government, a new Executive and Executive Council
must be appointed within 15 days, or the terminated Executive can dissolve the Assembly.
There are aso problems re-electing the County Assembly because the current laws do not
address this contingency. Since the County isin a state of transition, thereislittle exchange
between the county and the city on planning or other areas of common interest. Even without
this current difficulty with the County leadership, there has been little time to integrate the new
structure of the county and to sort out the roles of the city and the county in local self
governance.

The County has begun a general plan for the county in accordance with the Law on Physical
Planning that requires anew plan by 1999. The City feels the County should be coordinating
more closely with the City because of the importance of the city’ sinfrastructure. One difficulty
for al the plansisthe lack of reliable data and projections on which to base new plans.

The County issues building permits. Current plans that govern the issuance of permits are old
plans full of restrictions on development. Clear titleisthe most difficult problem. It takes 1-2
years to get a building permit.

Thereislittle problem with construction without permits. Most remodeling takes place without
apermit, but only about 10-15% of houses are constructed illegally. Generally, these houses
have been madeto belegal.

The city has started several studiesto develop data and modern land use approaches to
planning. The city has approximately 20-30% of itsland area undevel oped, most of whichisin
the western sector. The studies are dealing with the central area, neighborhoods, reconstruction
and development of new areas. Rijeka describesits approach to planning as “ sustainable’
development.
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The City is developing a Geographic Information System (GIS) with the University of Vienna
serving as the technical consultant and Intergraph is the hardware supplier. The City has
completed the pilot study for the system. Types of information expected to be included in the
GIS are: seismological, watershed, utilities, land use, soil condition. The City expectsto have
the first operable part of the GISin two years. The City of Pulaisalso starting aGIS.

The city is concerned about environmental protection, particularly the protection of water
quality in the seven springs that supply the city’ s water supply. The springs are fed from a karst
aquifer. There are County-wide regulations (proposed by the City) governing development in
the recharge zone for the aquifer. There are 25 years of water quality monitoring data that
supports this environmental protection initiative.
Another environmental protection initiative deals with RijekaBay. Rijekaisworking with the
Croatian Institute of Engineering and a Dutch firm. There has been some information exchange
with Chesapeake Bay in Maryland.
There are approximately 43,000 total apartmentsin the city; 33,027 are now privately owned.
The city owns 4,593 housing units now, but expectsto sell more than half of those units by
June of 1996, the deadline for purchase of apartments under the national housing law. The city
expects to retain ownership of approximately 2,000 apartments to be used for low income
housing.
Rijekagoverns all property owned by the city, including the following:
1. The five enterprises that make up the public utilities. The city owns 100% of two

of these enterprises; the others are approximately 80% owned by the city. The remaining 20%
isowned by suburbs who have avoice in their management.

A. City Transportation (trams)

B. Water Supply and Waste water treatment

C. Gas and Thermal heating (Energo) (100% owned by the City)

D. Solid Waste Collection (Cistoca)

E. Funeral and Cemeteries (100% owned by city)

2. Business areas (Commercial Property)

3. Housing Units (3,500 to 4,000)
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4, Land available for construction (The city owns half of the property available for
development)

5. Cultural institutions and sports facilities
6. Oneinstitution serving the handicapped
7. City open markets

8. Parks

One of the difficulties the City hasin managing the property isthat thereisno real estate market
in Croatia, so the City is determining the price for the sale of land for development. The city sets
aminimum price for the land to be sold at auction. The City hasapricing structure that is
determined by four land uses and five geographic zones of the city. For development, the City
provides the infrastructure (financed from the communal fee) and the investor only pays
connection fees.

Public Utilities and I nfrastructure

The City of Rijeka operatesfive public utilities as non-profit firms. There are atotal of 1,900
employeesin all the utilities, 840 of whom are in the public transportation system. The
organizational structure of the utilitiesis shown in Figure 14. Public utilities are financed
through fees for services to cover operation and maintenance expenses. For all the utilities
except transportation, 15-20% of the fee revenueisinvested in capital expenses. The estimated
operational subsidy for the transportation system is 25%.

Thefeesfor public utilities are collected jointly on a monthly bill to residents. The collection
rate has increased from 65% in January to 85% in February, 1996. Collection procedures are:

a After 60 days of non-payment F first past due noticeis sent

b. After 90 days of non-payment F cut off utilities; file suit for back payment,
plusinterest at current bank interest rate.

Only 3% of the past due bills need to be resolved by legal action.
The mayor indicated that those individuals and households with very low income (900 Kn per
month) do not have to pay utility bills. The utility subsidizes these people and they are not

included in the collection rate.

Water and Wastewater Utility
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The water utilities company was established in 1885. The water distribution system in Rijekais
complete, with 99.9% of the citizensreceiving service. The utility estimate that it has a 30-50
year capacity for water, so developing water supply sourcesis not a primary concern of the
utility. The mgor concern of the water system is protection of the quality of water, particularly
in the largely undevel oped watershed near the city. The city has been working on the issue of
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protection of water quality for the past 25 years and is pleased with the results of their efforts.
The city getsits water from seven springs at sealevel in the city. The water distribution system
must therefore pump water 480 meters uphill to supply the city.

Modern equipment is available to test for water system leaks. None of the water system maps or
water quality datais yet computerized; it will be as part of the development of the Geographic
Information System.

There are 650 kilometers of water pipes; only 200 kilometers of sewer pipes. Only 65% of the
city (55,000 inhabitants) isserved by waste water. The city has recently completed a waste
water treatment plant, thefirst in Croatia. The treatment plant was financed in part with aloan
from the World Bank. The plant provides primary treatment only, the mechanical removal of
solids from the waste water. The capacity of the plant is 130,000 cubic meters per day. The city
monitors water quality in the ocean where it discharges the waste water, but does not consider
pollution sufficient enough to warrant secondary treatment (chemical and biological treatment)
of the waste water. Treatment standards are similar to those of Western Europe.

The major problem for the sewer system isidentified as serving the unserved area, mostly in the
western and industrial area of the city. The other areathat isaconcern for connection are
unserved areas outside the city limits that impact the water quality of the water supply springs.

The sewer system is a combined system, including industrial and household waste as well as
storm water. In the suburbs and newer developments outside of the city, the system is
separated. The city does has an industrial pre-treatment program.

Gas Company

The gas company was established in 1852. The City Assembly formed the company Energo to
provide gas, hot water and central heating. The company serves 18,000 households, which
represents approximately 30% coverage.

Thereisno natural gas on the entire coast of Croatia. (An Italian firm, AGIP, and Inaare
exploring extracting natural gas from the sea; no natural gasis expected for at least 5 years.) To
solve the transition period until natural gasis available, the company is using the same approach
as Germany and Austria: mixed gas. The company has completed the construction of a pipeline
for mixed gas with a2 year financing from a German bank. The company constructed the first
mixing station in 1991. The environmental protection benefits from using mixed gas are
substantial because it replaces crude oil as an energy source. The company estimatesit has
avoided the use of 6.8 million tons of crude oil. One of the major users of mixed gasisthe
company Ina; it uses four times as much gas as the rest of the customers. Currently, gasin
Rijekais 27% more expensive than in the rest of Croatia.
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Expansion plans for the use of mixed gas are to supply an additional 20 firms and 600
households and to connect the 17 thermal heating plants.

Solid Waste Collection

The solid waste collection utility is currently developing anew landfill site. Five potential sites
wereidentified and one was chosen. The financing for the development of the landfill is not yet
determined. Revenue sourcesinclude the solid waste fee, the communal fee (for public services
and utilities) and the City budget. The utility could finance the landfill by borrowing from
another utility for aterm of 15-20 years. The guarantee for the repayment would be the public
utility fees and the City of Rijeka.

Budget and Finance

The City of Rijekafinancesits operations through three types of income: taxes, fees and profits
from public enterprises. Itisthefirst city in Croatiato use profit as an income source.

The estimated amount of annual investment in infrastructure is 50 million German Marks.

The City of Rijekadid receive some money from some of the sale of housing, but has used all
fundsto provide housing. None of the money was used to finance infrastructure or other
services. Approximately half of the housing stock was sold for cash or foreign currency for
which the city has been promised bond financing in the future. The apartments purchased with
credits from savings lost in the banks during the war, the city received 35% of the purchase
price. The city has used these funds to purchase 200 apartments. These apartments are rented to
those on the waiting list for housing. There are 3,300 people on the list, all with some difficulty
in obtaining housing. The mayor has about 10 units that can be used for professionals or other
special cases.

Thetotal budget of the city of Rijekafor 1996 contains the following:

Revenues 539,105,000 Kn
Expenditure 539,105,000 Kn

The sources of the revenues are:

Taxes 113,732,000 Kn
Capital Income 44,470,000 Kn
Entrepreneurial Activities and Property 151,027,600 Kn
Revenues according to special regulations 152,.591,.000 Kn
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The expenditure for 1996 are as follows:

Operational expenditures 138,329,200 Kn
Current external expenditures 17,132,000 Kn
Current transfers 84,097,000 Kn
Subsidies 1,324,000 Kn
Capital Expenditure 271,867,800 Kn

Out of total capital expenditures 48.5% is spent for communal system, and 12% for housing.
Priority Concerns
The infrastructure and public service priorities were identified as:

1. Wastewater treatment. The primary concern is extending service to the
unserved western area of the city.

2. Solid waste disposal. The primary concern is the financing and devel opment of
the new landfill site.

3. Gaspipeline construction. The pipeline will provide environmentally improved
energy source to the major industries and many of the residentsin the city.
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RECOMMENDATIONS

General Strategy

The general strategy recommended for strengthening local governmentsin Croatiais designed
to achieve the following strategic objectives:

1. Strengthen local gover nment to be accountable, responsive and effective.
Supporting democratic processes in the larger cities of Croatiawill contribute to creating centers
of democratic power beyond the central government. Specific improvements include better
municipal services, economic development, better management of resources and greater
accountability through effective and participatory decision-making processes. Longer term
sustainabilty is sought through:

a the establishment of institutional and legal frameworks
b. the development of Croatian capacity in technical support services
C. strengthening communication and collaboration among cities
d. the creation of viable models and examples of improved management and
service delivery.
2. I ntegration and development of Sector East. The program should seek to

leverage local and foreign resources to begin the reconstruction process, while helping establish
management and decision-making processes that can deliver desired servicesfor citizens. The
program can help negotiate a common agenda between the exiled and current governments by
focusing on concrete and tangible improvements. Integration can be fostered by the re-
introduction of Croatian legal and political systems, and strengthening communication among
cities.

The general strategy recommended is as follows:

1. Focus on Zagreb, Split, Osijek and Rijeka, the four largest citiesin Croatia. Because of
their size and importance, they will have substantial impact on the Croatian development and

have greater capacity to impact national policy and institutions. In addition, the cities of
Varazdin and Vulcovar can be included to further the strategic objectives.

2. Foster information sharing among citiesin Croatia to build an advocacy voice for local
governments and maximize the use of regional experience and internal experimentation and
innovation.

3. Establish partnerships and collaborative rel ationships with each city to ensure full
commitment in design and implementation.
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4, Build sustainability while being cost effective by using local consultants and
institutions.

5. Focus on priority issues of high interest to the cities to provide tangible results that can
lead to longer term rewards from a partnership.

6. Leverage local and foreign technical and capital resources to accomplish project goals.
Use experience and materials already developed in Croatia and throughout Eastern and Western
Europe and other places, as appropriate. Access capital from local and foreign sources,
including World Bank, European Union and other funding sources activein Croatia.

7. For Sector East, the strategy should focus on building interaction by sharing
information, delivering tangible results while working on longer term issues, and assisting in re-
introducing political and institutional systems common to Croatia.

Factors That Will Facilitate a Successful Project

There are several factorsthat will facilitate a successful project with the cities. Each of these
factorsisdiscussed below. The most important aspect of this assistance isthat it is undertaken
in partnership with each city. These specific factors are ways to effectively implement this
partnership.

1. The assistance will be a project that isimportant to the City.

Each of the cities has expressed their prioritiesfor their city and are actively pursuing them. The
project should address these priorities. The assistance can be to an on-going project or issue or
onethat will beinitiated by the city. The assistance isto help the city get done what it needs to
get done. An advantage to a project selected for assistance that is generally perceived to be
important is that progressin this areais both significant and helpful.

Theideal project isone that will produce models and ideas for other cities that may be grappling
with similar issues. Successful approaches can then be shared, reinforced and tried in other
locations. Conferences, workshops and other ways of communicating among cities can be
fostered if the subject matter is of interest to most.

2. The assistance team will work with the designated project leader and project team from
each city in the design and implementation of the assistance project.

The project leader in each city isakey player in successful implementation. The leader’s
interest in the project and commitment to its objectives and authority to make decisions about
the project, to gather resources to the project, to communicate the project’ s objectives and
progress, and to assist in conflict resolution will make the project successful. The project leader
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is also an important communication link between cities in sharing the good ideas and
experiences from the project with other cities.

The project leader will be assisted by a project team from the city. The team will include those
with the technical skills and interest in the project.

3. Discussions will be held with each city to determine the content and the form of the
assistance project.

Discussions will take place with each city to plan the assistance project, specifically the purpose,
the time frame, the type of technical assistance (for example: analysis, consultation , workshops
and conferences, training) and the amount and schedule for the assistance.

The discussions with each city will aso include expectations and responsibilities of the City in
the assistance project. Topics for discussion might include such things as: the responsibilities
of the project leader and the project team, provisions for discussing and agreeing to any changes
necessary during the assistance project, any resources (time, money, personnel) that are needed
for the project, the primary client for the project ( probably be the Executive Council), and any
other expectations or concerns the city has for the project.

The city’s preferred way of communicating about the project to the local media and citizens and
to other cities or interested parties will also be discussed.

The form of the agreement with the City will be discussed with each City. In general,
discussions about the technical assistance agreement should be followed by awritten agreement
with the City.

Recommended Areas of Concentration

The focus of projects with the cities should be on creating an enabling environment at the local
level -- for increased decentralization, for collaboration among cities, for economic
development, for improved quality of life.

The areas of concentration should reflect the top priorities of the cities. Preliminary indications
are that these priorities are:

1) financing infrastructure improvements
2) improvements in management and budgeting
3) economic development

4) developing arevised master plan for metropolitan devel opment
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5) developing an effective voice for local government in national policy and an
effective mechanism to share ideas among cities.

Each of these prioritiesis discussed below, with suggestions on the type of assistance and
projects that might be useful to the cities.

1) financing infrastructure improvements

All of the cities were concerned with building or rebuilding infrastructure as critical to
recovering from war damage. Infrastructure was seen as key to providing an environment
favorable to economic development and improved quality of life for residents. The type of
projects most often mentioned were water and wastewater improvements, particularly
wastewater improvements.

One promising area of assistance is financial analysis and management improvements to make
wastewater system improvements financable. Since these services are provided by public
enterprises with fee structures already in place, financial analysis would include such things as:
determination of the full cost to provide the service (operations, maintenance and capital costs),
the percent cost recovery from fees, amarket analysis of competitive rates, The market
tolerance for increased fees and fees for extension of service to any unserved areas, devel opment
of alternative rate schedulesto achieve full cost recovery over time, analysis of collection
procedures and collection percentages, analysis of alternative sources of financing, and
development of enterprise budgeting that reflects the total operation of the enterprise. This
analysis would help assess the marketability of any bonds to finance infrastructure for the
utility.

Since thereis potentially funding for infrastructure improvements available from international
sources, aswell as the beginnings of a private capital market in Croatia, assistance could also be
provided in preparing financial analysis, procedures and documents necessary to apply for loans
or issue bonds.

The management improvements would be such things as the implementation of revised
procedures and management approachesfor: cost accounting, rate analysis, budgeting,
collection procedures, customer orientation, and citizen information and involvement in the
changes that affect them. Customer orientation in billing systems, delivery of service, resolving
complaints, determining fees and collection procedures all are potential areas for assistance.

Another areafor assistance isimproving the management structure of city operations, including
enterprise operations. Several also felt decision making processes in the city--both political and
administrative--could be improved with knowledge of how other cities functioned. Types of
assistance could include organizational diagnosis, organizational structure, management
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techniques and approaches, employee involvement strategies, process improvements, system
re-design, and service quality improvement strategies.

An additional areafor management assistance is the relationship between the central city and
surrounding citiesin developing, financing and operating regional water and wastewater
facilities. Types of assistance might include workshops on sustainable urban development,
regional cooperation, analysis of key issues of regional concern and identification of policy
options, and assistance in developing informal mechanisms for communication among
jurisdictions.

2) improvements in management and budgeting

Thereis aso considerable interest from the cities in general improvements budgeting and in the
management and operations of the city. Thereis concern specifically that the budget is not
clearly organized and is difficult for elected officials, operations managers, citizens and other
usersto see total expenditures for types of activities. Budgets are not consolidated and thus do
not reflect all public expendituresin one document. Since public utilities are operated by semi-
autonomous agencies, it is difficult to assess the total city commitments and flow of funds.
Severa citiesindicated an interest in revising the form of their budgetsto fully reflect all the
expenditures that the city controls, including public utility companies.

Thereis currently no performance information in the budgets and many are interested in a
budget that is more like a program budget than the current line item budget.

Cities do not currently have a capital budget to assist in the planning for and financing of public
infrastructure.

Management and information systems to support budget changes will be necessary to fully
implement improvements.

The types of assistance that might be useful to address these concerns are: use of fund
accounting, development of alternative budget formats that are closer to program budgeting,
revised accounting and reporting systemsto track budget performance, the development of a
capital budget, revision of budget development and review process to make them clearer and
more inclusive, and assistance in restructuring the budgets and the reporting systems that
monitor the budget.

These opportunities also contain the possibility of involving citizensin new waysin local
government. Opportunities are great to foster a customer orientation in services and to increase
the amount and effectiveness of citizen participation in planning and decision making.

3) economic development
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Cities also expressed interest in economic development. Specific types of assistance that might
address this area are such things as: information of the different roles of municipalitiesin
economic development, development and analysis of information on current and potential
businesses and industries, identification of opportunities for public-private partnerships,
development of marketing information and strategies, identification of opportunities for
regional and national cooperation in economic development, establishment or improvementsin
municipal economic development offices.

4) developing a revised master plan for metropolitan development

Another opportunity for assistance is the requirement of both cities and counties to update their
master plans by 1996. Using the planning process as a means of thinking and acting
strategically to create economic and social opportunities would be away to integrate many of
the concerns expressed by cities for management improvements, infrastructure planning,
economic development and better relations with surrounding cities and the county.

The types of assistance might include: ways of involving citizens in the planning process,
sustainable urban development strategies, analysis of physical, economic and social trendsin
the metropolitan area, description of alternative types of planning documents and processes and
alternative strategies for implementation of plans.

5) developing an effective voice for local government in national policy and an
effective mechanism to share ideas among cities.

Although the national law on local self-government specifically provides for association of
cities, no effective organization currently exists. Theinformal meeting of some citiesis taking
place with positive reactions from the participants. An opportunity exists to address these
concerns of cities by assisting in the formation of an association of cities that would serve the
dual purpose of communication of city positions on national policies and sharing ideas and
innovations among cities. The type of assistance that might be provided includes such things
as: information on similar associations in other countries, workshops of interested cities to
develop organizational structure and purpose, and development of program meetings to
exchange ideas and information.

Leveraging Other Resources
The RHUDO in Warsaw has several technical resources available to assist in this project, based
on USAID’swork in Central and Eastern Europe since 1990. These include, but are not limited

to, the following:

1. Infrastructure credit application; amodel format for developing information to
support financing.
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2. Manual to develop aprogram or task oriented city budget.
3. Capital Investment Planning workbook.
4, Solid Waste, Water and Wastewater Operations manuals.

5. Citizen participation in landfill siting.

6. Local environmental management issues.

7. Privatization: Private participation in public services
8. L ocal economic development tools.

9. Roles of public officials in economic development

10. Mediaand public relationsin local government

11.  Casestudy in the Council/Manager form of government in Poland

12.  Asset Management in cities.
These resources, as well as others developed for Eastern Europe, Russia, and the Newly
Independent Sates, will accelerate the assistance to Croatia.
Resident Advisors and Short-Term Assistance
The cities generally are very interested in working with USAID to improve operations. The
climate is good for effective technical assistance because the cities have capable personnel and
are already working to improve various city functions.
Two long term resident advisors are recommended to implement this project.
It isimportant to have long-term advisors to devel op relationships with the cities that will make
the partnershipswork. Long term (two years) advisorsin municipal management and finance
will work collaboratively with city counterparts to address specific problems. Advisors would
coordinate project activities, provide technical assistance and maintain contact with cities.
Because of the geographic separation of the cities and the special needs of the Eastern Sector, it

would be helpful to locate one advisor in Zagreb and the second advisor in Osijek. The Zagreb
advisor could work principally with Zagreb, Rijeka and Split and the second advisor could work
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with Osijek and Sector East. Close coordination between the advisors will be important to the
success of the project.

Asrequired, short term advisors will be brought in to work on specific topics. Wherever
possible, local resources will also be used to assist cities to use and develop resources that will
be available even after USAID assistanceis completed. The short term advisors can
supplement the technical knowledge and workload of the resident advisors and help build the
capacity of local resources. It isappropriate for some short term advisors to make repeated
visits over the entire term of the project to compl ete tasks that take more time than atypical two
or three week assignment. In addition, continuity in selected short term advisors would
facilitate good working partnerships with the cities. Short term advisors could be used for any
of the activities described in the recommended areas of concentration. Since additional areas of
interest will be identified once resident advisors are in place, short term advisors can also be
used to respond to those needs.

In summary, the opportunities for effective collaboration and technical assistance with Croatian

citiesare substantial. The cities are interested in working with USAID and would benefit by the
technical assistance that USAID can offer.
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LIST OF CONTACTS

The Ministry of Construction, Housing and Environmental Protection
Address: Republike Austrije 20
The Ministry of Administration
Republike Austrije 16
Phone 182-185, Fax 182-194
¢ Mr. Antun Palaric, Deputy Minister
¢ Ms. Miskovic
The City of Osijek

City Government

Franje Kuhaca 9, Osijek 31000

Phone: 128-128, Fax: 128-140

¢ Mr. Herman, Deputy Mayor, Member of the City Government

¢ Mr. Zeljko Koski, Member of the City Government, Head of Urban Planning and
Construction Department

¢ Mr. Ilvan Domanovac, Deputy Housing and Communal Services Department

¢ Ms. Petra Nijemcevic, Head, Financial Department

¢ Ms. Jasminka Novak-Kovac, Head, Urban Planning, Construction and Environmental
Protection Department

¢ Mr. Vladimir Bucevic, Member of the City Government, Head of Economic Department

University of Osijek
¢ Ms. Medaric, Civil Engineering Faculty

City Water Company

Poljski out 11

Phone: 125-899, Fax: 124-651

¢ Mr. Ljubomir Novoselic, ing. Manager

Fund for Housing and Communals Services
Ul. FranjeKrizme 18

Phone: 123-334, Fax: 24-822

¢ Mr. Stjepan Sili

¢ Mr. Goran Ozbolt

¢ Mr. Vladimir Jurkovic

Institute for Urban Planning and Devel opment

Setaliste Kardinala Franje Sepera 12
Phone: 145-911
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Holding Novalic, City Bank

Setaliste Kardinala Franje Sepera 12

Phone: 120-811, Fax: 24-829

¢ Mr. Antun Novalic, President

¢ Mr. Zdenko Dinter, Director, Member of the Board
¢ Mr. Ivan Patarcic, Director, Gradska Banka Osijek

The City of Rijeka

City government

Mr. Slavko Linic, Mayor

Mr. Vladimir Bizjak, Head, Department of Public Utilities

Mr. Sergio Gobic, Planning and Development Subdepartment

Mr. Zeljko Hlaca, Housing Management Subdepartment

Mr. Vladimir Margetic, Head, Department of City Planning and Ecology

Mr. Srdjan Skunca, Town Planning Subdepartment

Mr. Marko Ivanovic, Ecology Subdepartment, and Deputy in the Parlament in Croatia
Ms. Livia Ravnic, Planning Service

K.D. ENERGO, Public Utility Co.

Mr. Zvonimir Paravic, Manager
Water and Sawage Public Utilities Co.
Mr. Mirko Marcelja, Manager

L 4 L 4 L b 2R 28 2B 2B 2B 2% 2% 4

The City of Split

City Government
Domovinskog rata 2, 21000 Split
Phone: 385-21-45-364, Fax: 385-21-341-057

Mr. Branko Grgic, Deputy Mayor

Mr. NikolaHorvat, International Relations

Mr. Sikirica, Housing Financies

Ms. Vera Celar, Housing Management

Mr. Frano Marovic, Communal Services Management
Mr. lvanovic ?

Ms. Barbara Silovic

L 2R 2R 2B 2B 2B JB 2

County Government
Domovinskog rata 2, 21000 Split
Phone/Fax: 358-21-342-744

¢ Ms. AnkaMatosic, Head Administrative Department for Budget and Finances
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The City of Zagreb
(phone 385-1+number)

City Government

Trg StjepanaRadica 1,

1000 Zagreb

Phone: 358-1-610-547, Fax: 358-1-610-235

City Bureau for Development Planning and Protection of Environment
Phone: 610-1590, Fax: 610-1473
¢ Mr. Slavko Dakic, Director

¢ Mr. ValerijaKelemen, Head of the Planning Section

Department of Public Administration
Phone: 610-1212, Fax: 610-1541
¢ Greta Augustinovic Pavicic, Head

Economic Institute
Phone: 2335-700, Fax: 2335-165
¢ Zlatan Frohlich, Member of the Executive Council

Public Utility Companies

Water and Sewer Co.

Folnegoviceval

Phone: 517-808, Fax: 519-057

¢ Mr. Marijan Maruncia, Director

City Gas Co.

Radnicka Cesta 1l

Phone: 6112-804, Fax: 611-524

¢ Mr. Dinko Bujas, Director of Economic Department

Street Sweeping Company
Radnicka Cesta 82

Phone: 513-286, Fax: 511-235

¢ Mr. Joso Bicanic, Director

Waste Management and Environmental Protection Company

Zeleni trg 3

Phone: 533-811, Fax: 533-306

¢ Ms. RinaNujic, Legal and Human Resource

¢ Mr. Zlatko Milanovic, Ph.D. Housing Fund, Savska 1

¢ Mr. Ivo Zagorec, Director of Water Management, Department of Sewage
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¢ Mr. Matosic, Director
¢ Mr. Vrbancic, Deputy Director

Department of Relations with Banks, Agencies and Funds, Croatian Chamber of Commerce
Rooseveltov trg 2
Phone: 448-920, Fax: 448-618

¢ Biserka Petrusa, Head of Department

Zagreb Bank
Trg Bana Jelacica 10

Phone: 273-048
Fax: 272-955

¢ VinkaPfeifer, Advisor, Housing I ssues
¢ Gordana Murgj

Economic Institute Zagreb
Trg Kennedy 7

Phone: 235-700

fax: 235-165

¢ Dubravka Jurlina Alibegovic, Research Fellow

| nterpreter
Zlata Pavic

Phone/Fax: 17-56-56
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LIST OF DOCUMENTS

Laws and Regulations: Published in "Narodne Novine"

Zakon o proracunu, prosinac 1994
Law on Budget, in English

Zakon o Gradu Zagrebu, prosinac 1992
Law on the City of Zagreb, December 1992

Decision on Scheduling the Elections for Representatives to the House of Representatives of the
Parliament of the Republic of Croatia, in English.

The Constitution of the Republic of Croatia, in English.
The Law on Croatian Citizenship, in English.

The Law on Elections of Representatives to the Parliament of the Republic of Croatia (Amended
Text) in English.

The Law on Voting Units for the House of Represencatives of Parliament of the Republic of
Crodtia.

Environmental Protection Acts

Physical Planning, in English.

Construction Act, In English.

Zakon o zastiti okolisa, studeni 1994 Law
on Environmental Protection, November 1994.

Zakon o zastiti prirode, travanj 1994 Nature
Protection Act, April 1994.

Zakon o zastiti zraka, srpanj 1995.
Air Protection Act, July, 1995.

Zakon o zastiti od buke, travan] 1990.
Law on Protection from Noise, April 1990.
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Croatia-Municipal Environmental Infrastructure Investment Program, Fact-Finding Mission
February-March 1995, Including Technical Aspects Report, March 1995, (in English).

Laws on Communal Services

Zakon o otpadu, svibanj 1995.
Law on Collection Of Waste, May, 1995.

Zakon o komunalnom gospodarstva, srpanj 1995.
Law on Public Utility Management, July, 1995

Zakon o financiranju vodnog gospodarstva, prosinac 1995.
Law on Financing Water Management, December 1995.

Zakon o grobljima, lipanj 1965.
Law on Cemeteries, June, 1995.

Lawson Transportation and Communications

Zakon o unutarnjem cestovnom prometu, studeni 1993.
Law on Domestic Transportation, November 1993.

Zakon o hrvatskm zeljeznicama, srpanj 1994.
Law on Croatian Railways, July, 1994.

Zakon o cestama, listopad 1991.
Law on Roads, October, 1991.

Zakon o posti, srpanj 1994.
Law on Mail Service, July 1994.

Zakon o telekomunikacijama, lipanj 1994.
Law on Telecommunications, June 1994.

Lawson Housing and Land Use

Zakon o stambenim odnosima, prosinac 1985.
Housing Law, December, 1985.

Zakon o izmjeni Zakona o stambenim odnosima, listopad 1986.
Amendments on Law on Housing, October, 1986.
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Zakon izmjeni | dopuni Zakona o Hrvatskom foundu za privatizaciju, srpanj 1993.

Law on Amendments to the Law on the Croatian Privatization Fund,
July, 1993.

Zakon o dopunama Zakona o stambenim odnosima, srpanj 1993.
Law on Amendments to the Housing Law, July 1993.

Uredba o koristenju sredstava amortizacije stanovai stambenih zgrada, veljaca 1994.
Ordinance on the Use of Depreciation Funds of Apartments and Residential Buildings,
February, 1994.

Uredba o koristenju sredstava amortizacije stanovai stambenih zgrada, veljaca 1995. Ordinance
on the Use of Depreciation Funds of Apartments and Residential Buildings, February, 1995.

Zakon o prenamijeni zajednickih prostorija u stanove, rujan 1988. Law on Transformation of
Common Premises into Apartments, September, 1988.

Zakon o prodaji stanova na kojima postoji stanarsko pravo, lipanj. 1992.
Law on Sale of Apartments With Tenancy Right, June 1992.
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